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Markets Fade US Nonfarm CONTACTS
. . . . Derek Holt, VP & Head of Capital Markets Economics
e Job growth slightly missed expectations due to revisions 416.863.7707
. . Scotiabank Economics
e Wage growth slightly beat expectations derek.holt@scotiabank.com

e Hours worked suggest a weak Q3 for GDP

e Markets faded it all on volatile trade headlines

U.S., Change in Non-farm Payrolls SA (m/m 000s) / UR (%) / yly wage growth
(%), June:

Actual: 164 /3.7/3.2

Scotia:  175/3.7/3.1

Consensus: 165/3.6/3.1

Prior: 193 /3.7 / 3.1 (revised from: 224 / 3.7 / 3.1)

Markets could not have cared less about the overall suite of US labor figures. Hourly Wages
Rightly so. It would have taken a big surprise in either direction to possibly matter, 40

and not even that would have been guaranteed. Instead, a slight downside to yly % change
expectations for nonfarm payrolls due to negative revisions and a slight upside to 35 L

wage growth cancel out the headline implications. Markets are much more US Average

concerned about forward-looking risks to trade policy and concomitant domestic Hourly Earnings

activity and confidence readings. 0T
The next nonfarm payrolls report may well risk a repeat of the May shocker and 25 f
just ahead of the September FOMC. Fed fund futures contracts, however, are

priced for cuts in September and December and so the risk to what is priced in the 2.0
near-term is a Fed that digs in on modest accommodation. | still don’t think this is

a 50 in one shot kind of Fed. To this effect, post-nonfarm, we’ve already heard 15 |
from Boston'’s dissenting Fed President Eric Rosengren who said it doesn’t
change his mind that there remains “no compelling” case for easing.
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On net, job growth missed expectations by 42k. That was due to a 41k negative Sources: Scotiabank Economics,
revision to the prior two months, of which -31k was taken out of the June estimate. Bureau of Labor Statistics.

Wage growth slightly beat expectations at 3.2% y/y (3.1% prior and consensus).
That doesn’t change much other than to slightly reverse a modest slide from the
peak of 3.4% wage growth back in February.

The unemployment rate was unchanged at 3.7% and is derived from the sister
household survey that registered a job gain of 283k relative to 370k more entrants
to the workforce. That was only enough to push the unemployment rate up by
about five one-hundredths.

Hours worked fell by 0.2% m/m. The trend has been soft, including a rise of 0.2%
the prior month, 0.1% back in May, and a 0.2% drop in April. At a quarterly
annualized rate, hours worked are tracking a decline of 0.1% in Q2 based on just
July and the Q2 average while assuming flat hours over the duration of the quarter
in order to focus upon the effects of what we know so far. That’s a reversal of the
0.6% rise in hours worked in Q2 (annualized) and the larger 1.8% gain in Q1.
Given that GDP is hours worked times labour productivity, the weakening trend in
hours worked is a negative for GDP growth.

By sector, services added 133k jobs and goods producing sectors added only
15k. Within goods, manufacturers continued to hire (+16k) and construction added
4k. Within services, business services were up 38k with only a 2k assist from
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temp hiring so quality was decent in that category. The financial sector added 18k jobs despite layoff concerns. Education/health
added 66k. Government hired 16k more workers for 30k in the past two months, almost all at the state and local level. Leisure/
hospitality industries hired 10k more workers. IT fired 10k workers and retail let go 4k.

Full-time jobs were up 733k and part-time jobs fell by 450k according to the volatile household survey.
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This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections
contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein have
been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their accuracy or
completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever for any direct
or consequential loss arising from any use of this report or its contents.

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of
any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or trading
strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not constitute, a
recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation
23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed
as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other transaction. Scotiabank may
engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or
disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as
managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors,
brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may
receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers,
directors and employees of Scotiabank and its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any
issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be
reproduced without the prior express written consent of Scotiabank.

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital
markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.; Citadel
Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; Scotiabank
Inverlat S.A., Institucién de Banca Muiltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. — all members of
the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is
authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is authorised by the UK
Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK Prudential
Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available
from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct
Authority and the UK Prudential Regulation Authority.

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated by
the Mexican financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.
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